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§4050.12

that the benefit under §§4050.8 through
4050.10 (based on the designated benefit
actually paid to the PBGC) is less than
the minimum benefit in this paragraph
(c), the PBGC will instead pay the min-
imum benefit. The minimum benefit is
the lesser of:

(1) The benefit as determined under
the PBGC’s rules for paying guaranteed
benefits in trusteed plans under sub-
parts A and B of part 4022 of this chap-
ter (treating the deemed distribution
date as the termination date for this
purpose); or

(2) The benefit based on the des-
ignated benefit that should have been
paid under §4050.5.

(d) Limitation on annuity starting date.
A missing participant (or his or her
survivor) may not elect an annuity
starting date after the later of—

(1) The required beginning date under
section 401(a)(9) of the Code; or

(2) The date when the missing partic-
ipant (or the survivor) is notified of his
or her right to a benefit.

§4050.12 Special rules.

(a) Missing participants located quickly.
Notwithstanding the provisions of
§§4050.8 through 4050.10, if the PBGC or
the plan administrator locates a miss-
ing participant within 30 days after the
PBGC receives the missing partici-
pant’s designated benefit, the PBGC
may in its discretion return the miss-
ing participant’s designated benefit to
the plan administrator, and the plan
administrator must make distribution
to the individual in such manner as the
PBGC will direct.

(b) Qualified domestic relations orders.
Plan administrators must and the
PBGC will take the provisions of quali-
fied domestic relations orders (QDROs)
under section 206(d)(3) of ERISA or sec-
tion 414(p) of the Code into account in
determining designated benefits and
benefit payments by the PBGC, includ-
ing treating an alternate payee under
an applicable QDRO as a missing par-
ticipant or as a beneficiary of a miss-
ing participant, as appropriate, in ac-
cordance with the terms of the QDRO.
For purposes of calculating the amount
of the designated benefit of an alter-
nate payee, the plan administrator
must use the assumptions for a missing
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participant who is a beneficiary under
§4050.5(b).

(c) Employee contributions—(1) Manda-
tory employee contributions. Notwith-
standing the provisions of §4050.5, if a
missing participant made mandatory
contributions (within the meaning of
section 4044(a)(2) of ERISA), the miss-
ing participant’s designated benefit
may not be less than the sum of the
missing participant’s mandatory con-
tributions and interest to the deemed
distribution date at the plan’s rate or
the rate under section 204(c) of ERISA
(whichever produces the greater
amount).

(2) Voluntary employee contributions.
(i) Applicability. This paragraph (c)(2)
applies to any employee contributions
that were not mandatory (within the
meaning of section 4044(a)(2) of ERISA)
to which a missing participant is enti-
tled in connection with the termi-
nation of a defined benefit plan.

(ii) Payment to PBGC. A plan adminis-
trator, in accordance with the missing
participant forms and instructions,
must pay the employee contributions
described in paragraph (c)(2)(i) of this
section (together with any earnings
thereon) to the PBGC, and must file
Schedule MP with the PBGC, by the
time the designated benefit is due
under §4050.6. Any such amount must
be in addition to the designated benefit
and must be separately identified.

(iii) Payment by PBGC. In addition to
any other amounts paid by the PBGC
under §§4050.8 through 4050.10, the
PBGC will pay any amount paid to it
under paragraph (c)(2)(ii) of this sec-
tion, with interest at the designated
benefit interest rate from the date of
receipt by the PBGC to the date of pay-
ment by the PBGC, in the same man-
ner as described in §4050.8 (automatic
lump sums), except that if the missing
participant died before the deemed dis-
tribution date and there is no bene-
ficiary, payment will be made to the
missing participant’s estate.

(d) Residual assets. The PBGC will de-
termine, in a manner consistent with
the purposes of this part and section
4050 of ERISA, how the provisions of
this part apply to any distribution (to
participants and beneficiaries who can-
not be located) of residual assets re-
maining after the satisfaction of plan
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benefits (as defined in §4041.2 of this
chapter) in connection with the termi-
nation of a defined benefit plan. Unless
the PBGC otherwise determines, the
payment of residual assets for a partic-
ipant or beneficiary who cannot be lo-
cated, and the submission to the PBGC
of the related Schedule MP (or amend-
ed Schedule MP), must be made no ear-
lier than the date when the post-dis-
tribution certification is filed with the
PBGC, and no later than the later of—

(1) The 30th day after the date on
which all residual assets have been dis-
tributed to all participants and bene-
ficiaries other than those who cannot
be located and for whom payment of re-
sidual assets is made to the PBGC, and

(2) The date when the post-distribu-
tion certification is filed with the
PBGC.

(e) Sufficient distress terminations. In
the case of a plan undergoing a distress
termination (under section 4041(c) of
ERISA) that is sufficient for at least
all guaranteed benefits and that dis-
tributes its assets in the manner de-
scribed in section 4041(b)(3) of ERISA,
the benefit assumed to be payable by
the plan for purposes of determining
the amount of the designated benefit
under §4050.5 is limited to the title IV
benefit plus any benefit to which funds
under section 4022(c) of ERISA have
been allocated.

(f) Similar rules for later payments. If
the PBGC determines that one or more
persons should receive benefits (which
may be in addition to benefits already
provided) in order for a plan termi-
nation to be valid (e.g., upon audit of
the termination), and one or more of
such individuals cannot be located, the
PBGC will determine, in a manner con-
sistent with the purposes of this part
and section 4050 of ERISA, how the pro-
visions of this part apply to such bene-
fits.

(g) Discretionary extensions. Any dead-
line under this part may be extended in
accordance with the rules described in
§4041.30 of this chapter.

(h) Payments beginning after required
beginning date. If the PBGC begins pay-
ing an annuity under §4050.9(a) or
4050.10(a) to a participant or a partici-
pant’s spouse after the required begin-
ning date under section 401(a)(9)(C) of
the Code, the PBGC will pay to the par-
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ticipant or the spouse (or their respec-
tive estates) or both, as appropriate,
the lump sum equivalent of the past
annuity payments the participant and
spouse would have received if the
PBGC had begun making payments on
the required beginning date. The PBGC
will also pay lump sum equivalents
under this paragraph (g) if the PBGC
locates the estate of the participant or
spouse after both are deceased. (Noth-
ing in this paragraph (g) will increase
the total value of the benefits payable
with respect to a missing participant.)

APPENDIX A TO PART 4050—EXAMPLES
OF DESIGNATED BENEFIT DETER-
MINATIONS FOR MISSING PARTICI-
PANTS UNDER §4050.5 IN PLANS WITH
DEEMED DISTRIBUTION DATES ON
AND AFTER AUGUST 17, 1998

The calculation of the designated benefit
under §4050.5 is illustrated by the following
examples.

Example 1. Plan A provides that any partic-
ipant whose benefit has a value at distribu-
tion of $3,500 or less will be paid a lump sum,
and that no other lump sums will be paid. P,
Q, and R are missing participants.

(1) As of the deemed distribution date, the
value of P’s benefit is $3,000 under plan A’s
assumptions. Under §4050.5(a)(1), the plan ad-
ministrator pays the PBGC $3,000 as P’s des-
ignated benefit.

(2) As of the deemed distribution date, the
value of Q’s benefit is $5,200 under plan A’s
assumptions and $4,700 under the missing
participant lump sum assumptions. Under
§4050.5(a)(2), the plan administrator pays the
PBGC $4,700 as Q’s designated benefit.

(3) As of the deemed distribution date, the
value of R’s benefit is $4,900 under plan A’s
assumptions, $3,600 under the missing partic-
ipant lump sum assumptions, and $4,950
under the missing participant annuity as-
sumptions. Under §4050.5(a)(3), the plan ad-
ministrator pays the PBGC $4,950 as R’s des-
ignated benefit.

Example 2. Plan B provides for a normal re-
tirement age of 656 and permits early com-
mencement of benefits at any age between 60
and 65, with benefits reduced by 5 percent for
each year before age 65 that the benefit be-
gins. The qualified joint and 50 percent sur-
vivor annuity payable under the terms of the
plan requires in all cases a 16 percent reduc-
tion in the benefit otherwise payable. The
plan does not provide for elective lump sums.

(1) M is a missing participant who sepa-
rated from service under plan B with a de-
ferred vested benefit. M is age 50 at the
deemed distribution date, and has a normal
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